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1.

Q-

INTRODUCTION

Please state your name and business address.

1

2

3

4

A. My name is Dennis M. Kalbarczyk. My business address is 910 Piketown Road, Harrisburg,

Pennsylvania 17112.

Q- By whom are you employed and in what capacity?

A. I am the principal of Utility Rate Resources, and maintain a professional relationship with the

Liberty Consulting Group, Inc., ("Liberty"). Liberty has been engaged by the Arizona

Corporation Commission ("ACC" or "Commission") to assist the Utilities Division ("Staff")

in the review of Southwest Transmission Cooperative Inc.'s ("Southwest" or "SWTC")

application for a general rate increase in the proceeding at Docket No. E-04100A-09-0496.

Q. Briefly summarize your education background and professional qualification.

A. I graduated in 1971 with a Bachelor of Science Degree in Accounting from Husson College

(now Husson University), in Bangor, Maine. In 1969, received an Associate in Art Degree

in Accounting from Strayer College (now Strayer University), in Washington D.C. I am the

principal in Utility Rate Resources, which was formed in October 1990. I have prepared

over fifty rate case filings which included almost all key aspects such as revenue requirement

elements, rate of return, cost of service, rate design, and other specialty tariff rate design

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

matters.

I was employed by Drazen-Brubaker & Associates, Inc. from March 1988 to September

1990. presented testimony and prepared financial statements necessary for applications for

Certificates of Public Convenience before the Pennsylvania Public Utility Commission

("PaPUC"). Additionally, I was responsible for the preparation and tiling of rate cases, and

testified on behalf of utilities under PaPUC regulation. Prior to March 1988, I was employed
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1

2

3

4

by Metropolitan Edison Company, a subsidiary of GPU Energy, formerly General Public

Utilities. I spent three years in the utility's Rate Revenue Requirement Department as a

Senior Financial Analyst. My responsibilities included the preparation, review, and analysis

of financial reports, budgets, and management responsibility for rate and regulatory matters

before the PaPUC.5

6

7

8

9

10

11

12

13

14

From 1975 through 1985, I was employed by the PaPUC, serving primarily in the

performance of financial and operations audits and in rate proceedings. testified on revenue

requirements matters in nearly all the major electric rate cases during my time at the PaPUC,

and performed audits on electric, gas, and water companies for compliance with Commission

regulations in the areas of energy cost, coal and gas contracts, and affiliated service contracts.

testified in Energy Cost Rate, Gas Cost Rate, and Coal Compliance proceedings. I actively

participated in developing the Commission's first set of regulations on Fuel Procurement

Policy and Procedures, Tariffs and Procedures on Energy Cost Rates for electric companies

and Gas Cost Rates for gas companies, and designed computerized procedures for electric

utilities to report fossil fuel purchases to the PaPUC. From 1972 to 1975 I held progressive

degrees of responsibilities with Certified Public Accounting firms performing accounting,

auditing and tax preparation duties.

15

16

17

18

19

20

21

22

23

24

25

26

I have specialized in the area of utility rate and economic consulting related to the financial

aspects of public utility rates and regulation. My work has encompassed rate case filings,

certificates of public convenience, expert testimony, and financial applications for funding by

the Pennsylvania Infrastructure Investment Authority. I have participated in regulatory and

legal proceedings concerning investor-owned and municipal utilities, and testified before

governmental agencies and courts, and have represented utilities as well as consumers of

utility services. From 2002 to date, Shave been providing senior level consulting services to
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1

2

3

4

Liberty, participating in an audit of electricity distribution service costs for inclusion in

revenue requirement before at the Illinois Commerce Commission, and serving as a team

member on focused audits (for the New Jersey Board of Public Utilities) addressing

financing, accounting, and affiliate charges of National Utilities Inc. (Elizabethtown Gas),

South Jersey Gas, and New Jersey Natural Gas. I have also participated in Liberty

examinations of fuel adjustment mechanism costs and issues for staffs of the Arizona

Corporation Commission and the Nova Scotia Utility and Review Board.

I have testified in more than 60 rate and regulatory matters on behalf of state regulatory

commissions, utilities, municipal authorities, and various consumer groups.

Q- What do you understand to be the nature of this proceeding?

A.

•

•

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

On October 16, 2009, Southwest Transmission Cooperative, Inc. ("SWTC") tiled a

general rate application with the Commission, requesting an overall revenue increase of

approximately $7.65 million. SWTC's increase request reflects a 29.65 percent increase

over a test-period adjusted rate base of approximately $79.7 million, and would produce a

rate of return of 9.39 percent. SWTC is requesting approval of all new rates by January

2011, including:

The Network Services Rate's monthly revenue requirement of $2,247,574

The Point-to-Point Services Rate of $3.709/kW month

A System Control and Load Dispatch Rate of $0.245/kW month.•

SWTC estimates the monthly bill impact of this requested wholesale transmission rate

increase on the retail consumer to be approximately $4.60 for a retail user of 1,000 kph.
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1

2

Q- What is the purpose of your testimony?

A. I am addressing on behalf of the Staff SWTC's fully allocated cost of service study and

proposed rate design as submitted by SWTC witness Dr. Jay Zarnikau.

II.

Q-

ALLOCATED COST OF SERVICE STUDY AND RATE DESIGN

Provide a brief overview of SWTC's allocated cost of service study and proposed rate

3

4

5

6

7

8

9

10

11

A.

12

13

14

design.

A fundamental criterion for establishing an adequate rate design is that it should reflect the

cost of providing service to the customer or appropriate customer class based upon the

cost causative factors commensurate with the customer or class service requirements. In

order to determine appropriate rates, the total annual cost of providing service or the

annual revenue requirement must be allocated among the various customers or customer

classes based upon their respective cost causative factors. A detailed fully allocated cost

of service study is generally performed to determine the cost of service for the respective

customer classes. Then, an appropriate rate design is developed for the purpose of

designing rates that will recover those costs. From a ratemaking perspective, rates based

upon the fully allocated costs of service study are deemed to be cost-based.

In certain circumstances it may be appropriate to deviate from this approach, however,

care must be taken to minimize the impact on customers, given that basing rates on non-

cost of service principles and techniques can create issues of cross subsidization among

classes. SWTC's proposed rate design is cost-based.

Q- What costs has SWTC used to form its proposed rate design?

15

16

17

18

19

20

21

22

23

24

25

26

A. The following table summarizes SWTC's adjusted current and proposed test year

revenues, operating expenses, net income (margins), and overall rates of return under



Table I - Cost of Service Summa
SWTC Claim Staff Adjusted

Revenues Current Proposed Current Proposed
Network Transmission Service $22,328,219 $29,754,459 $22,328,219 $29,749,860
Point-to-Point 3,484,662 3,711,841 3,484,662 3,711,841
Total Electnlc Revenue $25,812,881 333,466,300 $25,812,881 $33,461,701
Other Operating Revenue 598,408 598,408 598,408 598,408
Special Contracts & Other 1,365,938 1,365,940 1,365,938 1,365,940
Total Operating Revenue $27,777,227 $35,430,648 $27,777,227 $35,426,049
Operating Expenses 27,947,057 27,947,057 27,116,831 27,947,057
• a eating Income (Margins) ($169,830 $ 7,483,591 s 660,396 s 8,309,218
Income Taxes - Q

Net Income (Mar~ 'ns ($169,830) $ 7,483,591 $ 660,396 S 8,309,218
Rate Base $79,668,372 $79,668,372 $79,146,274 $79,146,274
Rate of Return -0.21% 9.39% 0.83% 10.50%
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1

2

3

4

5

6

7

8

9

current and SWTC proposed rates. The table also provides a summary of Staff's adjusted

revenue requirements under Staff proposed rates. In summary, under SWTC's current

rates revenues will produce a negative margin of $169,830 and a negative overall rate of

return of 0.21 percent when compared to its adjusted revenue requirement claims.

Revenues under SWTC's proposed rates would produce a positive margin of $7,483,59 l

and a positive overall rate of return of 9.39 percent. Staff's adjusted proposed revenue

requirement and cost of capital would produce a positive margin of $8,309,218 and a

positive 10.50 percent overall rate of return. Staff witness Smith will address revenue

requirement component allowances and adjustments, Staff witness Vickroy address cost

of capital.10
11

Q- What is your understanding of SWTC's proposed rate design?

12

13

14

15

16

A.

17

SWTC is a non-profit electric transmission cooperative subject to certain Federal Energy

Regulatory Commission ("FERC") jurisdictional requirements; specifically, SWTC must

comply with FERC Order 888 and maintain an Open Access Transmission Tariff ("OATT").

The Commission has jurisdiction over the rates and charges applied by SWTC to its six Class
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1

2

3

4

5

A and three Class B members. Consistent with FERC's OATT requirements, SWTC seeks

approval of proposed monthly Network Services Rate, Point-to-Point Service Rate and an

ancillary service rate for System Control and Load Dispatch, one of six ancillary service rates

provided for under regulation. The following table summarizes SWTC's and Staff' s

proposed rates to that of current rates, along with the respective percentage increase under

said proposals.6

7
Table II- Current and Proposed SWTC/STAFF RATES WITH % INCREASE

SWTC Claim STAFF Adjusted

24 24
Transmission Services Current Proposed

$ 1,608,258

$19,299,096

Proposed
$ 2,247,574
$26,970,890

39.75%
39.75%

$ 2,247,326

$26,967,912
39.74%
39.74%

$ 1,608,258 $ 2,162,827 34.48% $ 2,155,588 34.03%

Firm Network Service -$Monthly Rev. Req.*
Firm Network Service -$Annual Rev. Req.*
Firm Network Service -MohElec 2 $ Monthly
Rev.Req.*
Firm Network Service - Moh Elec 2 $ Annual
Rev.Req.*
Firm Point-to-Point Transmission ($/kW)

Non-Firm Point-to-Point Transmission S/kw)

Mandatory Ancillary Servicesl

$19,299,096

$ 3.423

$ 3.423

$25,953,928
$ 3.709

$ 3.709

34.48%
8.36%

8.36%

$25,867,053

$ 3.709

$ 3.709

34.03%
8.36%

8.36%

$ 0.289 $ 0.245 15.22% $ 0.245 15.22%

$ 0.120 s 0.066 45.00% $ 0.074 38.26%

Sch. 1- Sys Control & Load Dispatch - ($/kW)
Sch. 2- Network Var Support/Voltage Control-

($/kW)
Sch.2- Point-to-Point VarSuppoWVoltageContrl-

($/kW)

FERC Optional Ancillary Services - AEPCO
$ 0.094 $ 0.049 47.87% $ 0.055 41.65%

Sch. 3- Network - Req. & Freq. Resp (S/kW)

Sch. 4- Network - Eng Imbalance - +/-1 .5% (S/MW)
$ 9.4720

$ 23.25
$

$

0.3862

36.68

18.18%

57.76%
$

$

0.4006

36.68

15.12%

57.78%

$ 0.7130 $ 0.5121 28.18% s 0.5311 25.50%

$ 0.4610 $ 0.3652 20.78% $ 0.3783 17.95%

Sch. 5- Network - Oper. Reserves - Spinning ($/kW)
Sch. 6- Network - Oper. Reserve - Supplemental

($/kW)
Direct Assignment Facilities
Trico Electric Only - ($/mth)** $ 128,777 $ 128,777 s 128,777

* Memb Rate: $ annual rev red /12 x ratio of Memb's Curst l2mth avg Load to that of same Sum Total Membs.Load

** Cost Alloc & assoc. charges for transmission construction by distribution cooperative - Trico Only

8 Q, Please describe S C's allocated Cost of Service study and proposed rate design

9 methods.

10 A. I have reviewed SWTC's cost of service study and proposed rate design methods. SWTC
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1

2

3

4

5

6

7

8

9

10

witness Zamikau prepared a fully allocated cost of service study based upon Southwest's as-

filed transmission revenue requirement study, i.e., total pro forma operating expenses less

other revenues plus its requested margin requirements. Witness Zarnikau's direct testimony

(at pages 3-6) explains the underlying process and methods he employed in preparing his

study and proposed rate design. His testimony explains that SWTC is using the same cost

allocation and rate design methods in this proceeding as used in the prior rate proceeding.

SWTC has used the same basic approach since it commenced operations in 2001. Witness

Zamikau's study merely updates the elements of the claimed, underlying revenue

requirements and billing determinants, as they relate to the pro forma test period discussed by

SWTC witness Pierson in llis testimony (presented in Schedules A through F).

Q- What is your op'mion of SWTC's fully allocated Cost of Service study and proposed

rate design?

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

A. I have reviewed SWTC witness Zamikau's testimony, supporting exhibits, work papers, and

SWTC's answer to interrogatories. SWTC provides the costs for ancillary services, broken

down by FERC-defined types of ancillary services (see SWTC filing Schedule G-2A, pages

2-14). Additionally, SWTC provides a breakdown of the Direct Assigrnnent Facilities

("DAF") costs and related monthly charge to which Trico is the only distribution cooperative

member which has a DAF. believe that the fully allocated cost of service study based upon

the as-filed revenue requirements and proposed rate design methods is reasonably consistent

with the prior rate case filing methods and is in compliance with Finding of Fact No. 45 in

Decision No. 68072. With regard to similarities between the prior and current rate filings, I

note one minor change in methods. The Network Services Rates' monthly revenue

requirement provides for a discounted rate to Mohave Electric Cooperative, Inc. ("MEC")

Unit 2 ("MEC2"). This change insulates this cooperative member's unit 2 facilities from

certain costs associated with system improvements that do not directly benefit MEC2.
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Q- Briefly describe your review process.1

2

3

4

A.

5

6

7

8

9

I validated all of SWTC's allocated cost of service study calculations and the flow through of

calculation results to the exhibits contained in SWTC's application. I reviewed the methods

used to develop the underlying allocation factors, and I examined the allocated costs that

resulted from the application of these factors to the as-iiled revenue requirement elements for

each rate-design component proposed by SWTC. I also compared the methods used here and

in the prior rate-case filing. This review confirmed that the methods and approach here were

the same as applied in the prior rate case filing. There was one small exception, i.e., the

MEC2 network service rate.

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

I coniirrned that the derivation of the various transmission rates provided for under FERC

Order 888, (Finn or non-firm Point-to-Point and firm Network services and mandatory/option

ancillary service charges) consistently used the same annual revenue requirement carrying

costs elements to develop the fully allocated cost of service for each type of service to be

provided. I also confirmed dirt the development of each respective rate was: (a) based upon

the resultant allocated revenue requirement for each transmission service offered, and then

(b) divided by the same appropriate billing determinant approach as used in the prior rate

case proceeding. For example, the development of the firm Point-to-Point rate in the instant

filing was based upon the annual transmission requirement divided by the coincidental peak

demand divided by 12 to arrive at the proposed monthly rate. The same approach was

applied in the prior proceeding. Similar to the prior rate proceeding, the development of the

Network annual service rate was based upon the product of the annual transmission revenue

requirement less the Point-to-Point revenues divided by 12 to arrive at the proposed monthly

rate.

s
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My overall conclusion is that the approach used to develop rate design in the instant

proceeding mirrors the approach used in the prior proceeding,

Q- Briefly identify the primary rates which SWTC requests that the commission approve.

A. The primary rates identified by SWTC in Mtness Zamikau's testimony are: (a) Network

Services Rate's monthly revenue requirement of $2,247,574, (b) Point-to-Point Services Rate

of $3.709/kW month, and (c) a System Control and Load Dispatch Rate of $0.245/kW

month. In addition to the above, his study and rate design also reflect a MEC2 Network

Services Rate's monthly revenue requirement of $2,162,827 .

Q- Are you recommending approval of SWTC's above referenced fully allocated Cost of

Service study and rate design as-iiled and requested?

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

A. No. I have no reason to oppose SWTC's fully allocated cost of service study methods.

However, Staff witnesses Smith and Viceroy proposed adjustments to SWTC's pro forma

test year revenue requirement claim elements such as operating expenses, other revenues, and

net income (margin and/or overall rate of return). Shave updated the fully allocated cost of

service study methods, but incorporating the adjustments of Staff witnesses Smith and

Vickroy. The updated study includes my proposed rate design necessary to produce Staff' s

proposed revenue requirement. The results of my study are attached as DMK-Schedules G

and H, respectively. In order to provide for ease of comparison, Fused the same Schedule G

and H references as those in SWTC witness Zarnikau's testimony and supporting exhibits.
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Finally, DMK- Schedule A-l provides a proof of revenue by rate class which demonstrates

that Staffs proposed rates and other revenues will produce approximately the same

$7,648,823 revenue increase as reflected in Staff witness Smith's testimony at Attachment

RCS-2, Schedule A, page 1, Column E, line l. For the reasons noted herein, I recommend

adoption of Staff' s proposed rates as summarized in my testimony at Table II above.

Q- Does that conclude your testimony?

1

2

3

4

5

6

7

8 A. Yes.



DMK SCH. A-1

Southwest Transmission Cooperative, Inc.
PROOF OF REVENUE SUMMARY BY RATE CLASS Present and Proposed Rates - Staff Adjusted

Current
Revenues

Proposed Increase % Inc. Current
Rates

Proposed Increase % Inc.

Class A - Firm Network Services
Anza
Duncan Valley
Graham County Electric
Mohave Electric 1
Mohave Electric 2
Sulphur Springs Valley 1
Sulfur Springs Valley 2
Trico Electric
Total Firm Members

$ $ $ $1 ,608,258
$1,608,258
so ,608,258
$1 .608,258
$1,608,258
$1 .608,258
$1,608,258
$1,608,258

$
$
$
$
$
$
$
$

2,247,326
2,247,326
2,247,326
2,247,326
2,155,588
2,247,326
2,247,326
2,247,326

$
$
$
$
$
$
$
$

639,068
639,068
639,068
639,068
547,330
639,068
639,068
639,068

39.74%
39.74%
39.74%
39.74%
34.03%
39.74%
39.74%
39.74%

$

353,604
209,785

1,188,106
5,391,298

372,811
5,775,237

235,853
4,938,762

18,455,457 s

494,114
293,148

1,660,220
7,533,620

499,688
8,070,123

329,573
6,901 ,261

25,781,746 $

140,510
83,362

472,114
2,142,322

128,877
2,294,886

93,720
1,962,499
7,315,289

39.74%
39.74%
39.74%
39.74%
34.03%
39.74%
39.74%
39.74%
39.82%

Other - Firm Network Services
Safford
Thatcher
Total Other
Total Network Services

$1,508,258
$1 ,S08,258

$
$

2,247,326
2,247,326

$
$

639,068
639,068

39.74%
39.74%

$

570,690
282,949
833,639

19,299,096 $

797,463
367,437

1,164,900
26,946,646 $

226,773
104,487
331,260

7,647,550

39.74%
39.74%
39.74%
39.63%

Point-to-Point Services
Network Transmission Rate
AEPCO
Sulphur Springs
MW&E Stafford Wheeling
Total Point-to-Point

$ $ $ $
$
$

3.423
3.423
3.423

$
$
$

3.709
3.709
3.709

$
$
$

0.286
0.286
0.286

8.36%
8.36%
8.36%

$

1,971 ,648
830,954
410,760

3,213,362

2,136,384
900,382
445,080

3,481,846 $

164,736
59,428
34,320

268,484

8.36%
8.36%
8.36%
8.36%

Total Electric Revenue $

$

22,512,458 $ 30,428,492 $ 7,916v034

Other Oneratinq Revenues
Class A - System Control & Load Dispatch
Anza $
Duncan Valley
Graham County Electric
Mohave Electric 1
Mohave Electric 2
Sulphur Springs Valley 1
Sulphur Springs Valley 2
Trioo Eladric
Total Other Members

$ $ $
$
$
$
$
$
$
$

0.289
0.289
0.289
0.289
0,289
0.289
0.289
0.289

$
$
$
$
s
s
$
$

0.245
0.245
0.245
0.245
0.245
0.245
0.245
0,245

$
$
$
$
$
s
s
s

(0.044)
(0.044)
(0.044)
(0.044)
(0,044)
(0.044)
(0.044)
(0.044)

-15.22%
-15,22%
-15.22%
-15.22%
-15.22%
-15.22%
-15.22%
-15.22%

$

27,863
16,525
93,798

414,376
33,113

431,569
8,250

392,797
1,418,292 $

23,621
14,009
79,518

351,287
28,072

365,863
6,994

332,994
1 ,202,358 $

(4,242)
(2,516)

(14,281)
(63,088)

(5,041)
(65,708)
(1,256)

(59,803)
(215,934)

.15_22%
-15.22%
-15.22%
-15.22%
-15.22%
-15.22%
-15.22°/o
-15.22%
-15.22%

Other - System Control & Load Dispatch
Safford
Thatcher
Total Other

44,705
20,808
65,513

37,898
17,640
55,538

(6,806)
(3,168)
(9,974)

-15.22%
-15.22%
-15.22%

$
s

0.289
0.289

s
$

0.245
0.245

$
$

(0.044)
(0.044)

-15.22%
-15.22%

Other - System Control & Lead Dispatch
AEPCO $
Sulphur Springs
MW&E Stafford Wheeling

166,464
70,156
a4,6so

271.300

$ 141 _120
59,475
29,400

229,995

$ (25,344)
(10,681)

(5,280)
(41,305)

-15.22%
-15.22%
-15.22%
-1522%

$
s
$

0,2Bg
0.289
0.289

s
s
$

0.245
0.245
0.245

s
$
$

(0.044)
(0.044)
(0.044)

-15.22%
-15.22%
-15.22%

Total System Control & Load Dispatch
Adj. Other System Control & Load Disp.
Total Sch 1 Revenue Credit

$

s

$

1 ,755,105
70,639

1,825,744

$

$

$

1,487,892
70,639

1,558,531

$

s

$

(267,213)

(267,213)

Class A - Direct Assignment Facilities
Tn'co Electric 1,545,318 1,545,318 0.00%

Other Operating Revenues
Special Contracts

598,408
1,295,300

598,408
1 ,295,300

Total Other Operating Revenue

Total Network Services

$

$

5,264,770 $

27,777,228 $

4,997,557 $ (267,213)

35,426,049 $ 7,648,821 27.54%

Revenues Per Staff Attach. Rcs-2, Sch.
A, Columns, D-E, Line 1
Proof

$
$

27,777,227 $

( 1 )  s
35,426,050

1
$
$

7,648,823
2



Southwest Transmission Cooperative, Inc. DMK SCH. G-1
Cost of Service Summary - Present Rates - SWTC vs. Staff Adjusted

LINE
no.

PER SWTC
TOTAL

SYSTEM *

PER STAFF
TOTAL

SYSTEM

REVENUES:

1.
2.

NETWORK TRANSMISSION SERVICE
POINT-TO -POINT

$ 22,328,219
3,484,662

$ 22,328,219
3,484,662

3. TOTAL ELECTRIC REVENUE:

4. OTHER OPERATING REVENUE

5. SPECIAL CONTRACTS & OTHER

6. TOTAL OPERATING REVENUE

25,812,881

598,408

1,365,938

27,777,227

25,812,881

598,408

1,365,938

27,777,227

7. OPERATING EXPENSES
(a)

8. OPERATING INCOME (MARGINS)

27,947,057

(169,830)

2 Z]I6,831

660,396

9. INCOME TAXES

10. NET INCOME (MARGnvs) (LINE 8 - LINE 9)

11. RATE BASE
(b)

12. RATE OF RETURN

(169,830)

79,668,372

-0.21%

660,396

79,146,274

0.83%

Source Supporting Schedule Reference
* SWTC As-Filed Schedule G-1

(a) Staff Attachment RCS-2, Sch. A, Column D, Line 2
(b) Staff Attachment RCS-2, Sch. B, Column C, Line 9



Southwest Transmission Cooperative, Inc.
Cost of Service Summary - Proposed Rates - SWC vs. Staff Adjusted

DMK SCH. G-2

LINE
no.

PER SWTC
TOTAL

SYSTEM *

PER STAFF
TOTAL
SYSTEM

REVENUES:

1.
2.

NETWORK TRANSMISSION SERVICE
POINT-TO -POINT

s 29,754,459
3,711,841

s 29,749,860
3,711,841

4,599

3. TOTAL ELECTRIC REVENUE

4. OTHER OPERATING REVENUE

5. SPECIAL CONTRACTS & OTHER

33,466,300

598,408

1,365,940

33,461,701

598,408

1,365,940

6. TOTAL OPERATING REVENUE

7. OPERATING EXPENSES ca)

8. OPERATING INCOME (MARGINS)

35,430,648

27,947,057

7,483,591

35,426,049

27,116,831

8,309,218

9. INCOME TAXES dl

10. NET nvcoME (MARGINS) (LINE 6 - LINE 7)

11. RATE BASE (b)

12. RATE OF RETURN

7,483,591

79,668,372

9.39%

8,309,218

79,146,274

10.50%

Source Supporlinq Schedule Reference
* SWTC As-Filed Schedule G-2

Staff Attachment RCS-2, Sch. A, Column D, Line 2
Staff Attachment RCS-2, Sch. B, Column C, Line 9

(a)
(b)



Southwest Transmission Cooperative, Inc. DMK SCH. G-2A
Page 1 of 14

Derivation Of Revenue Requirement And Rates - SWTC vs. Staff Adjusted

LINE
no.

PER SWTC
TOTAL *

PER STAFF
TOTAL

1.
2.

3.

OPERATING EXPENSES (EXCL. REVENUE TAX)
INTEREST & OTHER DEDUCTIONS:
TOTAL QPERATING EXPENSES (INC. INTEREST)

$ 27,947,057
4,761,153

32,708,210

s 27,116,831
4,761,153

31,877,984

4. PLUS MARGIN REQUIREMENT 2,823,336 3,722,263

5.

6.

7.

8.

LESS OTHER REVENUES:
OTHER OPERATING REVENUE
SPECIAL CONTRACTS
DIRECT ASSIGNMENT FACILITIES
SYS. CTL. & LOAD DSPTCH N/I SP.CONT.

598,408
1,295,300
1,545,318
1,558,531

598,408
1,295,300
1,545,318
1,558,531

9. TOTAL OTHER INCOME 4,997,557 4,997,557

100,898 (a) 174,19810.
11.

NON-OPERATING MARGINS
PLUS EXTRAORDINARY ITEMS n

12.
13.
14.

In

NET REVENUE REQUIREMENT BEFORE REV. TAX
REVENUE TAX
ANNUAL TRANSMISSION REVENUE REQUIREMENT

30,433,091

$ 30,433,091 s

30,428,492

30,428,492

Source Supportinq Schedule Reference
* SWTC As-Filed Schedule G-2A 1

(a) Staff Attachment RCS-2, Sch. C-5 (tyr Norm. of $219,800) addition for gain sharing s 73,300
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Southwest Transmission Cooperative/Arizona Electric Power Cooperative
Derivation of Transmission Rates, Control Area Services and Revenue Requirements - Staff Adjusted

DMK SCH. G-1A

Page S of 14

Twelve Months Ended March 31, 2009

SCHEDULE 1: Svstem Control and Load Dispatch

Account 556 & 557
Account 561
EMS payment from AEPCO
AEPCO Ancilliary Services Sched.2-6

s

RELIABILITY PORTION
TOTAL

50.00%
s
s

4,619,118 Ex. Property taxes
6,593

(407,904)
(348,813)

3,868,994
1,934,497

Generation Capacity

System Control & Load Dispatch $

657,000 kW

0.245 /kW-mo

Page 5

Generation Capacity (Avg of Monthly)
Apache Units (@SRSG)
Purchased Per

(Griffith & Southpoint)
Fed I-[ydro (CRSP & PD) Total

Net Rated kW
576,000

50,000 Page 7
31,000 Actual Avg

657,000
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Southwest Transmission Cooperative/Arizona Electric Power Cooperative
Derivation of Transmission Rates, Control Area Services and Revenue Requirements - Staff Adjusted

DMK SCH. G-2A

Twelve Months Ended March 31, 2009

DEBT SERVICE CALCULATIONS
INTEREST ON LONG TERM DEBT
PRINCIPAL PAYMENTS

TOTAL DEBT SERVICE

s

s

4,999,328 (a)
3,989,942 (b)
8,989,270

DSCR INTEREST RATES

1.45 s
1.20 s

13,0348441
10,787,124

1.45
1.20

8.907%
6.685%

LESS:
DEPRECIATION & AMORTIZATION
NON-OPERATING MARGINS

PLUS:
OTHER INTEREST EXPENSE
OTHER DEDUCTIONS

INTEREST CHARGED TO CONSTRUCTION

s
$

4,312,850 (c)
174,198 (¢)

$
s
s

248,531 (C)
1,399 (=)

(488,105) (c)

RETURN

1.45 s
1.20 s

8,309,218
6,236,099

NET UTILITY PLANT s 91,460,395 (d)

WORKING CAPITAL
RETIREMENT WIP
TOTAL RATE BASE

s
s
s

1,829,389 (d)

- (4)
93,289,784

Suppardng Schedules:

(a) Schedule C-1, Page 4
(b) Schedule A-2

(c) Schedule F-l, Page z
(d) Schedule G-ZA, Page 3

\
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Southwest Transmission Cooperative/Arizona Electric Power Cooperative
Derivation of Transmission Rates, Control Area Services and Revenue Requirements

DMK SCH. C-2A

Page 10 of 14

Twelve Months Ended March 31, 2009

SCHEDULE 4: ENERGY IMBALANCE

Energy Imbalance Cost = Accts 501+547+ e-charge A/C 555/kwh

Fuel 501/547
Purchased Power 555 Energy Only
Non-Firm Wheeling
Firm Contracts Energy Revenues
Economy Sales Energy Revenues

s

s

88,508,998
13,428,375

z,880
(2,448,992)
(3,952,272)
95,538,990

Total sales 2,604,463,779 kph

$ 36.68 $/MWI1
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Southwest Transmission Cooperative, Inc.
DMK SCH. G-2A

Page 14 of 14
0.245

Network Customer

ANCILLARY SERVICE SCHEDULE l NEW RATE: _ Staff Adjusted

Units Revenue

Anza
Duncan
Graham
Mohave
Mohave #2
S u l f u r
Sul fur  #2
Trice
Thatcher
Safford

96,412
57,180

324,562
1,433,826

114,578
1,493,319

28,548
1,359,160

72,000
154,687

$
$

s
$
s
$
$
$
$
$

23,621
14,009
79,518

351,287
28,072

365,863
6,994

332,994
17,640
37,898

Total Network Customers 5,134,272 $ 1,257,897

Firm Point-to-Point Customers Units Revenue

AEPCO
Sulphur Springs Firm Point to Point
MW&E Safford Wheeling

576,000
242,756
120,000

$
s
$

141,120
59,475
29,400

Total for Firm Point-to-Point Customers 938,756 s

Schedule 1 Revenue Credit

Adjustment for Other System Control & Load Dispatch

Total Schedule 1 Revenue Credit

s

$

$

229,995

1,487,892

70,639

1,558,531
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